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SUB J : IMF TEAM VISIT TO CHILE 

1. SUMMARY. IMF TEAM HEADED BY CARLOS SANSON VISITED 
CHILE MAY 1 1-24 TO LOOK AT STATE OF CHILEAN ECONOMY. SANSON 

HAS CONCLUDED THAT GOC IS MAKING CONSCIENTIOUS EFFORT TO IMPLE- 
MENT STAND-BY AGREEMENT AND HAS HAD GREAT SUCCESS IN FOREIGN 
SECTOR. HOWERVER, DOMESTIC PROBLEMS, PRINCIPALLY INFLATION. ARE 
SERIOUS AND WILL TAKE LONGER TO RESOLVE. IMF WILL PROBABLY 
SEND STAFF MEMBERS TO CHILE TO TAKE ANOTHER LOOK AT SITUATION 
IN SEPTEMBER AND MAKE RECOMMENDATIONS ABOUT CHANGES, IF ANY, 
NEEDED IN GOC POLICIES. END SUMMARY. 

2. SANSON TOLD ECONOMIC COUNSELOR ON MAY 24 THAT HE THOUGHT 
GOC ACTIONS IN RATIONALIZING EXCHANGE RATE POLICY, IMPORT 
REGULATINS, ETC., HAD BEEN EXCELLENT, ALTHOUGH HE WAS DISTURBED 
THAT IFIS (PARTICULARLY IBRD) HAD NOT DONE MORE FOR CHILE SO FAR. 
IMF LIMIT OF $45 MILLION ON NET NRE BORROWING OF LESS THAN ONE 
YEAR IS BEING MET, BUT $180 MILLION CEILING ON 1-15 YEAR CREDITS 
MAY BE EXCEEDED. 

3. INTERNAL DISEQUILIBRIA, WHICH ARE CAUSING HIGH RATE OF 
INFLATION, ARE LIKELY TO PERSIST FOR SOME TIME - PERHAPS INTO 
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INCOME TOO MUCH, TEAM HAS RECOMMENDED THAT FISCAL POLICY 
BE TIGHTENED FURTHER AS MAJOR ANTI-IFNL ATION ARY TOOL. SOME 
BUDGETARY SAVINGS ARE POSSIBLE ON CURRENT EXPEF ITURES, BUT 
STRINGENCY WILL FALL MAINLY ON PUBLIC SECTOR INVESTMENTS. 

EVEN WITH RECOMMENDED FISCAL RESTRAINT, 1974 INFLATION WILL 

REACH 200 PERCENT. HE SAID HE HAD DISCUSSED THIS WITH ALL 

JUNTA MEMBERS AND THEY SEEMED TO UNDERSTAND NATURE OF PROBLEM. 

4. TEAM DOES NOT PLAN TO MAKE WRITTEN REPORT TO IMF DIRECTORS 
CONCERNING THIS VISIT NOR WILL THEY RECOMMEND CHANGES AT THIS 
TIME IN STAND-BY AGREEMENT. HALF OF $95 MILLION STAND-BY 
CREDIT HAS BEEN DRAWN BY GOC AND ANOTHER $20 MILLION IS 
AVAILABLE IN SEPTEMBER. REMAINDER THEORETICALLY CAN BE DRAWN 
IN DECEMBER. SANSON AND HIS COLLEAGUES WILL PROBABLY COME 
AGAIN TO CHILE IN SEPTEMBER TO TAKE ANOTHER LOOK AT ECONOMIC 
PROGRAMS AND MAKE RECOMMENDATIONS ON POLICY CHANGES NEEDED, 

IF ANY. 

5. IN SANSON'S OPINION PARIS CLUB MEETING IN NOVEMBER TO 
LOOK AT 1975 DEBT RESCHEDULING IS NOT PRACTICAL IF CREDITORS 
WANT FUND GENERAL SURVEY OF CHILEAN ECONOMY TO USE AS 
BASIC BACKGROUND DOCUMENT. HE BELIEVES RESCHEDULING MF.F.TNG 
EARLY IN 1975 IS MORE LIKELY. 

6. COMMENT: SANSON'S COMMENTS ON STATE OF ECONOMY CLOSELY 
PARALLEL EMBASSY ANALYSIS (SEE SANTIAGO A-95). HE JUDGES THAT 
GOC IS MAKING DETERMINED EFFORT TO CARRY OUT ECONOMIC RECOVERY 
PROGRAM AND ON BALANCE HAS DONE PRETTY GOOD JOB CONSIDERING 
MAGNITUDE OF PROBLEMS. 
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